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fo His Honour Henry Cockshutt, 


Lieutenant-Governor of the Prowince of Ontario. 


May it Please Your Honour:-~ 


fhe cost of money employed in undertakings for the 
production and Wpeniniee tox of hydro-electric power or energy 


constitutes the ini din item in the total cost to the producer 
and distributor of such power or energy. It has, therefore, 
seemed fitting that we shoulda heh out to Your Honour the 
extent of the nilcetipita de: that have been made by the Province to 
the esi Hecniaes sine) Commission of Ontario, (hereinafter 
called "the Commission") and should also report to Your Honour 
a8 to whether or not the sums that have been paid by the 
Commission to the Province in respect of these advances 

have equalled or exteeceded the total cost to which the Province 
has been as in providing the moneys. The result of our 
inquiry and investigation is embodied in the following report, 
which, with the accompanying report prepared by our Accountants, 
Messrs. Price, Waterhouse & ‘Goes is respectfully submitted 


to Your Teutur 


Liability of the Province 7 respect of 
~EBlectric a ngs 


The liabilities, direct and indirect, of the Province 
in respect of Hydro-Electrig undertakings (including the ex~ 
penditure on the Central Ontario System) amounted on March 31st, 


1923, to about $162,000,000. the province has also granted te 
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(2) 


the Commission over $2,500,000 to meet the cost of work of 


various kinds performed by it. These liabilities, togethor 


with certain advances made to the Commission by the Province, 


may be classified as follows: 


Cash advances made by and she dae hyd 
to the Province 


Guarantees given by the Province of 
Ontario in respect of bond issues 
for payment of whi oh the Province 
is liable 


Bonds issued by the Province of Ontario 
in respect of the purchase and expend- 
“itures on the Central Ontario System, 
which are hot covered by sinking fund 
accretions except to a trifling extent 


lant GOP Y 


Sinking Funds deposited with the Prov-~- 
incial Treasurer and Provineial secur- 
ities held by the Commission at March 
Slat, 1923, to be deposited with the 
Provincial freasurert~ 


Niagara and other 


power systems $2,508,919.21 
Central Ontario System 28,665.60 
Add - 


Money expended by the Commission to 
October Slst, 1922, which was advan- 
cod by the Province but is not 
recoverable by the Province 


Balance ~ 

Provincial liability and expenditures 
in respect of the undertakings of the 
Hydro-Electric Power Commission | 


$107, 282,799.90 


42,994,851495 


12,117, 708.78 


$162,395, 340.63 


2, 537,582.81 
$159, 857,757.82 


2,525,665628 


$162,383,421.10 
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Section 14 of The Power Commission Act provides that: 

"She Lisutenant<Governor in Council may from 

time to time raise by way of loan in the manner 

provided by The Provincial Loans Act such sums 

as the Lieutenant-Governor in Council may deem 

requisite for the purposes of this Act, and such 

sums may be paid over to the Commission and shall 

be accounted for and audited in the manner prov 

ided with respect to the management of the public 

revenue and public accounts; ” 
but the practice generally followed has been not to raise 
funds necessary for works of the Commission by loan@ 8 pec~ 
ifically for that purpose, but to advance such funds out of 
general porrowings ef the Province under the Annual Supply 


Bill or "Act for raising money on the credit of the Consol~ 


idated Revenus afaat ) P ¥ 


Bfrfesct o nterest Rate on Cost o owe 
For the purpose of illustrating the important part 
which interest plays in making up "cost of power", we give, 
in tabulated form, a list of Hydro-Zlestric Systems with the 
various changes making up the total cost, shown in perscent~ 
agese These figures have been compiled from reports sub- 
mitted to this Commission by our Consulting Engineer, and are 
for the year ending October 31st, 1921. The systems are con~ 
sidered generally under two headings: 
(a) Systems in which all or practically all power 
is supplied by a generating plant forming part 
of the system; 


(b) Systems in which power is purchased by the 
Commission from outside sourcess 
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(a) 


Power Purchased 
Interest 
Renewals 
Sinking Fund 
Maintenance » 
Operating 
Overhead and 

General Expense 
Contingencies 
Surplus 


Thunder g g 


g 


{4) 


Bay # Severn Wasdell's Eugenia Muskoka Rideau 


6902 Bed - 
73213 2957 5446 
- 18.0 L502 
~ 9,0 Lde4 
Se 37 11.7 709 
11.93 905 18.1 
5o 55 L296 1032 
— ' O56 026 


100% 100% 


37290 
19.08 
5e 65 
11.260 
7025 


18.02 
0.55 


100% 


5354635 
196 56 
2o77 
10613 
20.38 


10.42 
Lell 


100% 


5072 
53,03 
21¢55 

2282 

9e41 


6287 
0.60 


= 


ed 
100% 


100% 


NOTH: (#) - In 1921 Cameron Faj1s development had only 
two generators in operation and construction 


(A) - 


work was still under ways 


No renewals, cont= 


ingencies or sinking fund charges had been 


applied at that time. 


AS s00n as these 


charges are applied the effect will be to 


reduce the ratio that interest bears to the whole 


cost, and the figure of 73% given may then be 


considerably reduced. 


These three systems have an interchange of 
power and all purchase power from the Orillia 
plant, but each has its own generating plant 
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(bd). Systems which purchase Power 


| Niagara St.Lawrence Thorold Essex 


Power Purchased 55.96 - 34.9 ' 28.2 33.9 
Interest 15.50 R529  4eB 18.6 
Renewals gts 7.49 15.7 lel ' 13.8 
Sinking Fund ‘it wi @ pes Bike 748 | 205 41 
Maintenance 3.84 5.3 0.4 13.6 
Overhead and = 
General Expense ..., 6490 | 926 on 1202 
Contingencies i 0.87 0.5 - ~ 
Surplus | " ¥ ES 55.0 -” 
» 100% 100% 100% 100% 


NOTE: (#) 1 CORY stem in 1921 did not include 
oup of generating plants at 


Niagara and was shown in the books of 
the Commission as @ purchaser of power. 


sae It will be noted "that in group (b) the item 
"Power waxekaoea® pole a large percentage of ‘the ries and 
that "Interest" charges, while greatly saencek, still remain: 
the largest of the group ‘of seven standard items of cost. 
The riggs Biriviplnt? SRNGHA ROA however, represents the price 
paid for power at the place of generation or delivery and so 
Includes interest charges on the capital invested in all 
works conneated with the actual SPARE REAM In the case of 
ane st. Lawrenae system it 4é not possible to analyze this 


cost, dey tor the Wiagara, ‘Thorold ‘and ‘Essex : Systems the 
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plants supplying the power are owned or controlled by the 
Commission and the cost can be analyzed. 

Recently the Engineers eof ti» Commission submitted to 
us ostimates of operating expense of "The Combined Plants at 
Nisgara”", comprising The Ontario Power Company, The Toranto 
Pewer Company (Electrical Development Company) and the 
Queenston-Chippawa Power Development including the Toronto 
steam plant (not operating). These plants are supplying all 
power to the Niagara, Thorold and Essex Systems and ot her 
sundry int nee Details of these estimates will be given 
in a later report, but it is interesting to note that interest 
on the capital invfetea) da) tye combined Niagara plants is 
estimated as amount ing to approximately 70 per cent. of the 
cost of power. 

rate 

A change of one per cent. in the interest/makes a very 
appreciable difference in the cost of power, for Ludtiman. 
in the Niagara Syatem the approximate effect that a change in 
the interest rate from 5 per cent. to 6 per desi te makes is 
that the cost of power is increased te the extent of 20% of 
70% of ‘the total cost; and a decrease of 1%, that is, 
interest at 4% instead of Bf mesns a decrease of 20% of 
70% of the cost. 

fhe following table shows the maximum and minimam 
interest rates 2s at October Slst, 1922, for money borrowed 
during each of the years from 1915 to 1922, inclusive. It will 


be noted that there is a wide variation in the interest rates 
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On derrowiugs for each year. 
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, Bhis variation is due largely 


to loans of comparatively short terms which were refunded in 


subseyuont years at higher or lower rates of interest. 


Range of Hffeative Interest Rates as at October Sist, 
1922, applicable to yearly borrowings for period 1915 


to 1922, before deduting exchange 


1915 
1916 
A917 
1918 
1919 
1920 
L921 
L9RZ 


4,947 per sents to 


52903 " 
45,375 " 
5eLT49 " 
5.1749 wt 
Ae777 m4 
56225 " 


5o17 " 
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fhe terms of the loans secured during this signt~-yaar 
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$4570 
60326 
8.934 
08285 
6.3285 
594237 
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period varied cons iderably, but a reiatively small number of 


the loans wore for what may be termed short-term periods. A 


large proportion of the moueg was porvowed for periods aR- 


tending from ten to twenty and thirty years and the compara+ 


tively high rates of intsrest which some of the loans bear 


will, of oourse, continue throughout the whole of the terme 


fhe Province, however, borrowed more than $65,000,000 during 


1918 to 1922 on short date securities for periods under 4 


year, but a large portion of these sums was later refunded 


with long-term loans bearing a comparatively high rate of in~ 


bereste However, some of the later short-term loans that 


were issued were refunded in 1922 at much lower rates of in- 
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terest than they originally bore. 

| ki tur vecceki Oar dceoun tants have prepared a table, 
which appears as a appendix to this report, ~ show ng loans 
outstanding on November lst, 1922, which comprise moneys 
which ropresent in uvenies or less degree advances to the 
Commission. | 

Bhere is little doubt that there is and will continue 

to be : downward tendency in the rate of interest, but that 
the reduction on the moneys advanced to the Commission will 
be material for some years +0 come, appears unlikely, owing 


to the comparatively long poricds for which most of the 
out stand ing ‘Loans G9) P H | 


Relations of Provines end Comaission 

The manner in which the Commission has been financed 
by the Provines, from its creation until the present time, 
shows many variations and affords a most interesting and 
ineirnei cre study. We have already showm the magnitude of 
the advances by the Province to the Commission - we shall 
now deal with the changes that have taken place in their 
relations, t he extent to which the laws made wers or wers 
not acted upon, the methods of es up and rendering 
accounts, the Prat gg the Government of moneys advanced to the 
Commission, the amounts regeived by the Province from the 
Commission, and the present state of accounts between 


Government and Commissions 
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Prior to Cctober 31st, 1914, the Commission was 
authorized by Statute to collect from the municipalities in- 
terest at the rate of four Por Gente upon all moneys expended 
by the Commission on capital account for the construction 
or purchase of works, and this interest, when reseived by 
the Commissicn, was payable by 1% to the Province, If the 
rate of interest paid by the Government was more then four 
per conte, the additi onal amount was paid by the Provinces, 
if there were any losses on exchange the municipalities did 
not bear them; if-¢ any profits they did not share 
them. They pata 4 Per cente = nO more = no Lowe. This 
applies not only te all the Loans raised for the purposes of 
the Commission that were outstanding prior te October gist, 
1914, but to all renewals of op substitutions for the loans 


outstanding at that date which have been made or which may be 


made hereafter, 


In 1915 the Power Commission Act was amended by pror- 
dding that the Commission should collect frem the municipal-~ 
ities in addition te 4 per cents 


"such sum as the Lieutenant-Covornor in 

Council may direct to cover the difforence 
between the 44 interest charged on the moneys 
80 expended on capital account and all cherges 
and expenses of providing such money". 
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It will be noted that this amendment did not provide 
that the rate of interest paid by the municipel ities should 
be increased, but by it power was given to the Lie utenant- 
Governor in Council to direct that there be paid the difference 
between four per cont. and all charges and expenses of provid~ 


ing the money. 


Order-in-Counc il Passed 

Although authorized to act, the Government took no 
_action under this amendment until October sist, 1917, when 
an QOrder-in-Council was passed directing that the sum of 
$51,290.11 be ineludeilin the annual payments to be made by 
the municipal corporations. fhis sum, the Order-in-Couns ii 
set forth, wes to cover all charges and expenses for the 
then surront fiseal year of providing the money Which had 
been advanced by the Province during the fiscal years 1915, 
1916 and 1917, and was paid by the Commission +o the Govern- 
ment. ) | 

While the Order-in-Council fixed the additional cost 
at $51,290.11, it appears that this sum represented only an 
inerease in the interest rate of from 4 to 5 per cents. for 
the year 1917 on the moneys advanced to the Commi as Lon 
during the three years ending October Slst, 1917, and fell 
short of moeting the whole of the additional cost to which 
the @evernment had been put in providing the moneys We Order- 


in-Couneil was passed directing payment by the municipalities 
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of any of the charges and expenses gver 4% incurred during 


the fisoal years 1915 and 1916 For these years the municipal~ 


ities paid only 4 per cents 


Up to this time the relations between the Commission 
and the Province had been that of agent to principal. All 
sums received by the Commission on account of interest or 
on account of moneys expemled by it on behalf of the municipal 
eorporations and others were received by it as trustee or agent 
of the Prowines and were payable by it to the Province, and the 
liability of a Gad Lh anne Provinee was limited to the 
anount. oollested or collectible by the Commi gsion as such 
trastas or exent. 
In 1918 a radical change was made and the relation of 
the Sieetirien ta tha Province was changed from one of agent 
to prAnaryed to one of debtor to creditor. ‘The Commission 
was made dirootly liable for advances made by the Province 
and ‘aka is now sub-seqtion 15(a) of The Power Commission Act 
was passed. This section read as follows: 
"The Commission shell pay to the Treasurer of 
Ontario annually interest on the indebtedness 
of the Commission to the Province for moneys 
advanced by the Province as may be from time 
to time determined by the Lieutenant-Governor 
in Council a8 sufficient to reimburse the 
Province the full amount of interest paid by 
the Government on moneys raised for the 
purposes of the Commission and the charges 
incurred. by it. in providing such moneys 
The obligation oa the part of the Commission to 


pay over to the Province all moneys received by it from the 
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municipalities on accountof interest, ceased. The Commission 
was now authorized to keep these moneys but was required to 
pay to the Province interest on the indebtedness of the Commis~ 
sion to the Brovinee as might be determined by the Lieutenant~ 
Governor in Council as sufficient te cover the interest paid by 
the Government and the charges inourred by the Government in 
providing the money. 

The obligation on the part of the municipalities to pay 
4 per cent, to the Commission still continued, but under the 
provisions of Section 23(¢) of The Power Commission Act they 


were required to pay in addition: 


"such sum SCs ee were in Council 
may direct hover t aifference between the 
four per cent. interest cmrged on the money sees 


and all cherges and expenses of providing such 
money". 


Tt became, therefore, necessary to pass two PO Os 
Council, one fixing from time to time the interest which th 
Commission should pay mnually to the Province, another fixing 
the rate in addition to 4 per cent. whieh should be paid by 
the municipalities to the Commission. Strange to Say, from 
the time that the amendments to the Act were made in 1918 to 
the present + ime, no Order-in-Council has been passed ei ther 
fixing the rate of interest to be paid the Province or fixing 
tho rate to be coli ected by the Commission from the municipal - 


ities over and above 4 per scent. The practice appears to 
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have peen for the Department of the Provincial Treasurer 

+o ,ender au account to the Gommission and the Gommission 
has theu ayparently acllected from the munisipslities on the 
basis of the amount with which it has beeu charged in the 
acseount so rendered. The fallure of the Government 79 pass 
any Geheratanterseda was pointed out te us by Done Ure Lucas 
at one of cur hearings. 

Without the determination by the Lieutenani~Governor in 
Gouncil under Section 15(1a) of the amount to be paid each 
year by the Commission to the Provines f@ interest, the 
Provines would ap t toda no direst authority under 
the Act for ie, 1 fe any interest from the Commis- 
sien subsecuent to the enactment of Section 15(la) in 1918; 
and in the abseuce of any Order-in-Council fixing the exeess 
ever and above 4 per cente to be paid by the municipe li ties 
to the Commission under Section 25(¢} of the Power Commission 
Act, the Commission appears to have no authority to colleet 
the additional amount £rem the municipalities. With large 
advances each paper ae re new in the eggregata te over 
$100,000,000, it seems most surprising that the plaim prov- 
isions ef the Act should have been disregarded and the amount 
of interest payablo to the Government and charged to the munic- 
ipalities should have been fixed by subordinate offigers in the 


Department of the Provincial Treasurers 
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Checking Statements Rendorod 

During the eoursé of our inquiry it appeared doubtfal 
from the evidence given before us if the Government was 
receiving from the Commission the total cost of the money 
which it had advanced to ite We thereupon took the matter 
up with the Government and requested it to let our Acc cuntanits 
have full adveus to the records of the Treasury Department in 
order that they aLéhe be able to report tO us upon this question. 
Our application was at ones granted and our Accountants, Messrs. 
Price, Wa terhouse & Co, made a thorough investigation of the 


aécounts between the Governmmt and the Commission from October 


Slst, 1914, es 0] ae and submitted to us the royort 
which accompanies this eport @ Your Honour. From this report 


we have compiled the two Statements which fellow. 

a It will ve do ted. that —eo first column of the first 
statement is akein the actusl Gost to the Province of the 
money advanced by jt to the Gommission. Tiis sost 14 made up 
of-all-charges and expenses of providing the mouey, inglud ing 
in tayene, | In ths Posing cee is shown the amount paid by 
the Commission to ‘the Provines in each year in respect of 
the borrowings of those years, and in the thi ri kad toueths 
columns is shown the excess of ‘the cost to the Government 
over and above sthe omount received by it from the Commission, 
or the excess of the amount paid by the Gommission to the 
Province over and above the cest. From this statement it 


will be seen that the amount paid by the Commission te the 
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Provinee for the fiscal years 1915 to 1922, inclusive, fell 


short of the total cost to the Province of the moneys sdvanced 


to the Commission for its umertakings during that period by 


$1,255, 395.23. 


Statement showing the Adjustment of Interest 


between the Province of 


Ontario and the 


 Hydro-Electric Power Commission of Ontario 
for the period from October 31st, 1914, to 


Octeber Slst, 1922, before applying Exchange 


Profits. 

Actual Excess of Excess of 
Money Cost of Amount Cost over Amount 
Advanced Money Paid by Amount paid by 
In. Advaneed Hydro paid by Hydro 

to Hydro Hydre over Cost 
1915 $ 991, 0467) P \825- 480.75 $ 158,274.05 
1916.° 473, 5823004  4437,462.63 36,089.37 
1917 1,780,442.98 1,517,337.82 263,105.16 
1918 2,512,486.29 §2,256,011.25 56 ,475204 
1919 2,689,716.38 2,158,987.46 550,728.92 
1920 2,913,847,70 2,642,895.83 270,953.87 
1921 3,452,29 3.82 5,485,247.10 $ 32,953.28 
1922 238,427.80 225,164.65 37 13, 2654435 


Total $14,852,521.75 $15,536,585.19 $1,348,889.84 $ 52,953.28 


Less = 
Excess 


of Amount paid by 
Hydro over cost 


Net Excess of Cost over amount 
paid by Hydro 


Less = 


Approximate amount applicable 
to the Central Ontario System 
owned by the Province 


Net Balance os © 6 @ 


52,953428 


$1,315,9 36.56 


60,541.33 


$1,255,39523 
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Profits from Bxchange 


During the foregoing period, however, the Govern- 
ment, in issuing certain loans. payable in New York, paying 
off other loans, and in meeting interest on loans payable 
in New York, incurred substantial profits and losses in ex~ 
change, but the profits largely exceeded the losses. Part 
of these loans on which there was a net profit, were ad- 


vanced te the Commission, and if a part of the profit corres- 


ponding to the portion.a ced to the Commis sion be credited 
to the DAE PIE Om | ak omni be to considerably 

reduce the loss the Province has sustained. fhe following 
statement shows that if thas were done, the cost to the 
Province of the money advanced by it for the Commission's 
undertakings over and above the amount received by it 

from the Commission would be $643,271.46. The statement 


follows: 
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Statement showing the Adjustment of Interest 
between the Province of Ontario md the 
Hydro-~Zlectric Power Commission of Ontario 

for the period from November lst, 1914, to 

October Sist, 1922, after applying Exchange 


Profits. 
| 
Actual Excess of Excess of 
Money Cost of Amount Cost over Amount 
Advaneed Money Paid . Amount paid by 
a Advanced | by Hydro paid by Hydro 
to Hydro Hydro Over Cost 


1915 $ 974,215.11 $ 633,480.73 $140,734.38 


1916 4790,561027 437,462.63 33,098.64. 
1917 1, 780,442.,98 1,517,337582 BOS, OGel6 6 LLG, 07 de te 
1918 2,155,737.99 2,256,011 625 $120,273.26 
1919 2,403,447 .29 2,158 ,98746 264,459.83 
1920 2,826,099 .92 8, 642,895285 183,206.09 
BORL se Oe 8 397, 059.55 8,485,247.10 88,187.55 
(1922 252,461470 225,164,437 792970353 
Total Dr ete cans, $891,901.43 $208,460.81 
) | : j Mle ton! OSA 

Less « 

Excess of Amount paid ; . 

by Hydro over Cost i 208,460.81 
Net Excess of Cost over 

amount paid by Hydro $683,440.62 
Less ~ 


Approximate amount applicable. 
to the Central Ontario SYstem 


owned by the Province « » » » £0 5169016 
Net Balance ee ee $643,271246 


epee hen iodine ca ssamedeesitnanctgh tndlubeslcidailingmiiisnin isi ugmaneascacsie eas i 
Cost largely exceeds Rescipts 

The foregoing statements show that if the profits on 
exchange Since October 3lst, 1914, be not taken into aoc ount , 
the cost to which the Province has been put since that date in 
providing moneys for the undertakings of the Commission exceeds 
the amount received by it from the Commission by $1,255,395.23, 


and that if the profits received by the Province for exchange 
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arising in connection with transactions relative to loans 
isoued subsequent to November Ist, 1914, are taken into 
aenccas the cost to which the Government has been put in 
excess of the amount received by it from the Commission is 
$643,271.46 

I &% 18 assumed that the 4% charged during 1915 and 
1916 and the 5% charged during 1917 are final interest 
charges and that the actual cost is recoverable thereafter 
on all advances made subsequmt to November 1st,h914, the 
excess of cost to the Province over and above the amount 
paid by the Commission to October 31st, 1922, would be 
$578,139.02 after | exchange profits arising in con~ 
neotion with ei A sl na to October 3lst, 1914, 
‘and $193,530.96 after applying all exchange profits. 

In arriving at the f@egoing amounts our Accountants 
have not computed interest on the balances due the Province 
in the respective years. If interest on these balances 
were added, the amount of cost to the Province over and 


above the amount received would be largely inoreased. 


fhe Province, wh en borrowing funds for the Commission, 
pays interest from the date that it received the money, but 
at frequently holds a large portion of the borrowed money 
for the Gemnisntex until such time as the Commission may re=- 
quire it, paying the full rate of interest on it but receiving 


only bank interest itself, No part of this loss has been 
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charged the Commission although it is incurred through borrow- 
ing for ite It is not included in the amounts with which the 


Commi ssion is charged in the foregoing statements. 


Profits and Losses on Exchange 


A mumber of the Provincial loans raised largely, if 
not wholly, for the Commission, are payable in New York, and 
at the present time a substantial premium has to be paid on 
remittances made for interest. It has been suggested to us 
that one alternative would be to give the Commission no credit 
dain, te profits on exchange but to hold the amount received 
as such profits in a suspense account and draw on it for the 
premiums that have +o be in remitting interest, but the 
fairer course Oey to be to give credit to the 
Gommis sion for these profits now, charging it with exchange 
as it is paid, and the statements have been made up on this. 
bpasise In making up the annual accounts for the Commission, 
the officials of the Treasury Department made no charge what-~- 
ever for exchange which the Province had to provide when 
making interest payments. 

Our Accountants have gone over the foregoing state- 
ments with Mr. Clarkson, the Government Auditor of the Commis- 
sion's accounts, and he has expressed his full concurrence with 
them with the exception hereinafter noted. Mra Clarkson in~ 


forms us that he has not had access to the records of the Treasury 
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Department and has had no opportunity of verifying the correct- 
ness of the rate of interest charged to the Commission, and in 
checking the accounts of the Commission has accepted the account 


rendered by the Treasury Department to the Commission as correct. 


Among the cutstanding loans of the Provinee were three 
Sterling loans payable in London, England, amounting in all 
to £3,657,841, all of these boing free from succession duty. 
One of the loans was to mature in 1946, another in 1947 and 
the third in 1965. The first and second of these loans were 
issued for the scoyatrac the Temiskaming & Northern 
Ontario Railway, COPY. for the general purposes of 
the Provinee, and a portion of this loan probably went to the 
Commission. Phe Government decided to asquire this stock in 
order, it is said, that it might not thereafter form a part 
of the assets of estates subject to succession dutye The main 
purchases of these bonds were made by the Government in 1920 
but purchasing was continued during 1921 and 1922. The 
money to purchase the bonds in 1920 was raised by a loan 
in New York which bore interest at 6 per cent. and sold at 
914633, or at an approximate cost, after deducting expenses, 
of 8%. All of the proceeds of this loan, with the 
exception of about $5,000, were transmitted direct from New 


York to London and used for the purchase of the bonds there. 
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Owing to the rahe of coy nene between Nev Yo rk and Great 
"Bri tesa. prevailing as the tine, the direct “prpeite on. the 
purchase of the bonds amounted in 211 te 1, 590, 208. 88 . 

rt ae deen contended that the Provines eneald "avare rita 
the Commission the progits on this paronass, “pat our 
Account ta tans the posit ian that no part of "$$ should be 
credited to the Commissions — Dhey point Sut ithe’ tie rate 
of interest that was pays bie by the ‘Bemnienion to the 
grey at tne ti me that these tents: ‘were issued was 6 
‘fixed pate o? 4 per cont, the money having been borrowed 
‘verors: Sh deste period when me Commission was required to pay 
a 4 the wiaeikes the.6yx of gi snglngy “Nhe mone ys. | 
vend that the ree eee Ne os $o pay this rate although 
it is much ‘Lees than the ‘pate paid by the Government . they 
‘alae 6 state that the mo st of the money was “vaised originally 
‘a 4 the Wanlacanive g Northern Ontario Railway; thet the 
purehase was for a raion aan rpose ~ that was, to prevent 
errry bonds ere gee al a manus of reducing succession 
dutios payadic be the Governments that the proceeds of the 
Lent aid not come (v0 the Treasury but went from New York 
ee Snglande ; vor bhese and other Seasons they state that 
vy is no ground ‘whatever for ‘erediting ‘the @oumisaion 
wh any part “of the prorits from this particular ‘¢rens- 
action. We fully ‘goncur in the conolusions ‘arrived as by 
our Accountantes ir. Clarkeon, on the other hand, contends 


ve Ry 


— the ‘peasons be for th ‘ta a Etatauens Gente las in our 


(48) | oF 3auZ0s08 ACR 900 


\$sei18) bas) Mot we aeswhed eanadoxs: TO. OF Be) ont vot gat wo 
edt be $2 Vo-npeit cee) Sows: yo OE 2 oats He antiteverg:atading 
488,800, 000 £8 of Ifa mt SeFawoms: ahmed ete $0. 4edotug 
Aviv Stade hiro’ eonfrort edd sads , betihe takoudeanyenered 
<0 ted ,arantorrg eid? wo at Moxg ade mofkeaiomod edd 

of Blvoda ti to Stag om saad) gOLd haod edt) osted, ad minae 998 
-c@tene old) dadte soo FRtOe gadh smohagkumod sat o4 Hat tharo 
oat of notenineaad ea? yao oid gag’ aaw ¢eadd denued wf “ko 

8 ane bewael etow ehaod stead tadt en @ edi te oom iv ors 

> Bewotved mead gaived gornom eat sy ste a teg Shox état soxdt 


oo gag OF begteoet gow No taalamog @ Wotedw belie g ant oxoted 


Vo gventom oft -earitteota to vi va i SOK WORD add os 
gecodt fo stat aidtd< yar) ot semteas famo0 edd tad? Soa 


Yoit wteetaeterel ode yd Shag etet edit saktt ‘age lL dann el vt 


gilavigtvo beahat eaw yonom ont So ta om! odd dads oteta oats 
eld ded o ¢geeltemo train, asoddvoOw & gaimavalselk ox? vet 
Msvery OF gsaw todd. ~ 9eOqrNd OIVisegs B Gok gaw os atot gg 
KOlLageqome griogbor 20 asesem es @a Seay agiedoahbaod easgd 
odd 80 ehoavorq, att) addy: ginommretod  aiicet eldayaq ee tiws 
MaoY wok wmoct, drow: ted qn reset? vend OJ vem@eortoa b fh) meal 
 $8dt etuda.yeds asneoseet toddq: bas es eds (0% ohne Lgak os 
) ae fesimmodoedd ga itvibeto coi sev otedw ob ous oy on 2! ‘ened 
-agetd talvolitec aids moctd ads torgqiedt toe 2 taq ‘pated ke 
Rete boviiits age bewlendoveds af 4g on0 Rc Eset 
Shaetneo,  ,bxet conto .wdeeme ywoadaald wa th 2. he SERRE COT eee 


ay70 mi bout at soo Seomotasia « wi ad "0% fea amoase+ edt sot 


Hypro-Evectric Inquiry CoMMISSION 
Copy FOR ENCLOSURE TO ( 22 ) 


Accountants' report submitted herewith, that $384,308.96 

of the profits on this transaction should be credited to 

the Commission, leaving the amount which the loans for the 
undertakings of the Gommission have coat the Province over 
and abeve the amount received from the Commission, $258,463.40 
instead of $643,271.46 as shown by our Accountants. 

We are advised that the provisions of the Power Commis- 
sion Act and amendments thereto slearly indicate that it was 
the intention ef the Legislature that the Province should be 
reimbursed by the Commission and that the Commission shoulda 
be reimbursed by municipal corporations and others the full 
amount paid by the Grdeinge sr interest and gharges upon 
moneys raised for purposes of the Commission since the 
enastmont of Section 15{la} in 1915, ami possibly upon moneys 


#0 raised since Oeteber Zist, 1914, 


Attention may here be drawn te a complication which may 
arise when dealing with the imerest situation on acccunt of 
the provisions of the Power Commission Act boing apparently 
applicable ouly in a limited degrees, and where expressly made 
80, +o the wrks uniertaken under The bn tay duwtegara Develop- 
ment Acts of 1916 and 1917. Section 15(ia) and other provisions 
of The Power Commission Act would naturally be supposed to 


apply only to works undertaken under the provisions of that 
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Act unless expressly made applicable to others. Consideration, 
we think, might well be given to the fact that special pro- 
vision is made under The Ontarie Niagara Development Act, 1916, 


with regard to moneys required for construction and operation 


of the works contemplated oy that Acts 


Attention is further drawn to the desirability of con- 
sidering whether or not the Power Commission Act should be 
amended so as to authorize the Government to carry in a Suspense 
Account the arrears of interest (amount ing to $360,915.75 at 


Slst October, 1924) fe jabre yn advances for the purposes of the 


Cameron Falls develop nte 


ss 9 Methods 

it is quite apparent from the statements made by Messrs. 
Price, Waterhouse & Cos in their report tous that a much 
Closer check should be kept by the Government on the methods 
employed in arriving at the average rate chargeable. Some of 
the items omitted and the manner in which the caleulat ions 
were made points strongly to the conclusion that they were 
made without full understanding of all the factors necessary 
for accurate results. With present cash advances by the 
Province aggregating over $107,000,000, the fixing of the 
rate to be paid by the Commission should hardly be left to 
subordinate officials in the Department of the Province ial 


Treasurers 
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So long as the existing law continues in force it should 
be observed and the rata to be paid by the Commission to the 
Provinee and by the municipalities to the Commission determined 
by Order-in-Council. Doubtless before the amount annually 
payable is finally fixed every facility to verify and cheok 
the stat omen t will be given to the Commission and to the 
Andi tor. The present situation is ¢ertainly one that should 
be ole aved up by such action as to Your Government may seem 
just and equitable. 


All of which is respectfully submitted. 


DATED. AT. TORONTO,, heft Ale 
W ‘ I). ( 


M. J. Haney 
Lioyd Harris 


J. Allan Ross 
R. A. Ross 
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Date 
of Issue 


May 1, 1915 
June 1, 1916 
Pobs 1, 1917 
Aug. 15, 1919 
Feb. 1, 1920 
Apr. 1, 1920 


June 1, 1916 


Jan. 1, 1917 
Jan. 15, 1918 


Fib-,1, 1918 
May 15, 1918 
4ug. 15, 1918 
4pr. 1, 1922 
Jan. 3, 1922 
Hoy. 15, 1920 
Feb. 1, 1921 


Jane 3, 1922 
Apr. 1, 1922 
4ag- 15, 1919 
Deo.1, 1919 

Apr. 1, 1920 
Mar. 1, 1920 


Loan 


HYDRO-ELMOTRIC POWER COMMISSION wrARIO 


Series Description 


R § 
AB 
23 15,000,000 
PP 
=] 


RSBES 


Jd 


#4, 000,000 
4,000,000 
2,000,000 
3,000,000 
3,000,000 
2,000,000 


ABB es 


4,000,000 


— 1,000,000 
~ 2,000,000 


U 3,000,000 
&xX 4,250,000 
1,750,000 

15,000,000 


5,000,000 
10,000,000 


15,000,000 
15,000,000 
5,000,000 
5,000,000 
2,000,000 
5,000,000 


Proceeds 
Applicable { 
year's mone; 


1915 = wom 


$5,861,805+00 

174865074 
1,942,125.64 
1,776,6842.78 
1,527 625.9% 
1,002,027.50 


1916 MONE 
1,000,000.00 


1917_— MONE 
1,901,617.15 
1,969 ,753200 


1918 = OM 


24900,051-35 
4,154,853.43 
1,705,178 92 
5 ,000,000.00 
484,876.67 
354,000.00 
668,000.00 


1919 ~ MONEY 


2,506,095.78 
5,894,584.85 
1,069 ,628.87 
1,936,061 652 

972644638 
4,501,802» 24 


Effestive 
Interest rate 
before 
dedusting 


ooh 


40947 # 
5.0081 - 
5.069 
5.597 
60852 
5e934 


50005 


40975 
605 


60526 
6.076 
6.076 
501749 
5.565 
5.225 
602879 


56565 
501749 
50597 
5e60 
5.984 
56557 


Term 
to run 
from 


Oct. 31, 1922 


ria yoars 
37/12 years 
4-1/12 years 
#-19/24 years 
ot bi years 
12-5/12 years 


37/12 years 


2 months 
1/2 months 


§1/4 years 
5-19/24 years 
519/24 years 
29-5/12 years 
6 years 
5-1/24 years 
4 years 


years 
29-5/12 years 


1-19/24 years 


(1) 


Maturity 


May 1, 1926 
June 1, 1926 
Doc. 1, 1926 
4ug. 15, 1924 
Jan. 1, 1950 
Apr. 1, 1935 


June 1, 1926 


Jan, 1925 
Jon. 15, 1925 


Pop. 1, ae 
15, 1928 
ro 1b, 1928 
Apr. 1, 1952 
den. 3, 1957 
Nove 15, 1927 
Fob. 1, 1941 


Jan, 5, 1937 
Apr. 1, 1952 
4ng. 16, 1924 
Deo. 1, 1929 
Apr. 1, 1935 
Mar. 1, 1925 
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Brfectiva 
Interest rate Term 
Procecds before to run 
Date Loan Applicable to deducting from 
of Issue Series Description year's monsy exchange Oot. 31, 1922 Maturity 
1920 = MONEY 

Deo. 1, 1919 ac $5,000,000 10 yr Bhs § 566,740638 580 % %1/12 years Dec. 1, 1929 
Apr. 1, 1920 EK 2,000,000 15 yr 68 12,991050 5-954 12-5/12 years Apr. 1, 1935 
June 15, 1920 Ml 8,000,000 10 yr 6s 74854,099.62 662479 15/28 years June 15, 1930 
Oct. 1, 1920 1 3,000,000 3 yr 6s 2,855 ,187043 40777 11 months Oct. 1, 1925 
Sept. 23, 1919 FF 4,000,000 10 yr 53s 5, 640,409.40 662575 &11/12 years: Sept. 25, 1929 
Nove 15, 1920 PP 5,000,000 7 yr 63 2,985,059«25 56225 5-1/24 years © Hoy. 15, 1927 
Dec. 1, 1920 bid 16,000,000 15 yr 6s 4,025 ,000.00 6.8285 11/12 years Deo. 1, 1935 
Sept. 15, 1921 WW & Yy 10,289,500 22 yr 6s 5,970,000-00 662052 20-7/8 years Sept. 15, 1943 
June 15, 1922 F 1,000,000 6 mos. Bhe 950,000.00 5.7603 1-1/2 months Dec. 15, 1922 

—1921_- _UGWEY _ 

Hove 15, 1920 cy 5,000,000 7 yr 6s 1,331 805017 5225 5-1/24 years Mov. 15, 1927 
Decs 1, 1920 BR 16,000,000 15 yr 6s 10,717,786-00 626285 13-1/12 years Dece 1, 1955 
Feb. 1, 1920 ss 10,000,000 20 yr 68 9,008,910.00 662879 18-1/4 years Fob. 1, 1941 
May 2, 1921 7? 14,523.000 15 yr 6a 14,211,878051 6.2162 15-1/2 years Mey 2, 1936 
Sept. 15, 1921 Wé i 10,289,500 22 yr 6s 3,990,576200 6.2052 20-7/8 years Sept. 15, 1945 
Sept. 15,1921 UW & XX 15,000,000 22 yr 6s 14,498 ,369+20 5.488 20-7/8 years Sept. 15, 1943 
Jan. 3, 1922 22 15,000,000 15 yr Sts 9 ,982,286626 5365 14-1/6 years Jan. 3, 1937 
July 15, 1922 G 5,000,000 6 mos Bes 4,982,145051 6.0163 21/2 months Jem. 15, 1923 
June 15, 1922 F 1,000,000 444980400 57603 1-1/2 months Dec. 15, 1922 

1922 = MONEY 

Jan. 5, 1922 a 15,000,000 15 yr Shs 1,125,658.26 5565 14-1/6 years Jan. 5, 1987 
Apr. 1, 1922 AB 15,000,000 30 yr bs 7,602 5655091 561749 295/12 yeors Apr. 1, 1952 
Oct. 2, 1922 4g 20,000,000 20 yr Bs 19,529 047659 Be21 19-11/12 years Oct. 1, 1942 
Mey 2, 1921 7 184,000 15 yr 6s 180,209.60 62151 1%-1/2 years May 2, 1956 

295,000 515,091600 503505 15-1/2 years Mey 2, 1956 

Sept. 15, 1921 Ww & YY 4,710,500 22 yr 6s 4,552,227+20 6.284 20-7/8 years Sept. 15, 1943 
Nov. 1, 1921 - 525,000 7 yr 65 504,087 +50 5el7 6 years Mov. 1, 1928 
Oot. 15, 1922 E 5,000,000 6 mos-BEs 4,976 500-00 604237 5-2/3 months Apr. 25, 1923 
Oct. 1, 1922 a 1,000,000 lyr bs 1,000,000s00 5400 11 mnths Oct. 1, 1925 
Sept. 28, 1922 Bank Loan 5,000,000 - 5 000,000¢00 6.00 - On demand 

Ost. 4, 1922 Bank Loan 4,000,000 - 4,000 ,000-00 6200 - On demand 
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